STATE OF OKLAHOMA
DEPARTMENT OF SECURITIES
City Place, Suite 400
204 North Robinson
Oklahoma City, Oklahoma 73102

ORDER ADOPTING AMENDED PERMANENT RULES

Pursuant to the requirements of Section 303 of the Oklahoma Administrative Procedures Act,
a notice of rulemaking intent (“Notice”) issued by the Administrator (““Administrator”) of the
Oklahoma Department of Securities (“Department”) was published in "The Oklahoma Register"
on February 15, 2022. The Notice concerned changes to the Rules of the Oklahoma Securities
Commission and the Administrator of the Department of Securities.

The following rules were specified in the Notice:

660:11-5-2. Definitions [AMENDED]
660:11-5-15. Categories of registration [REVOKED]

660:11-5-16. Qualifieation—examinationExamination requirements for agents and for
principals of non-FINRA member broker-dealers [AMENDED]

660:11-5-42. Standards-ef-ethical practicesforpraeticesDishonest and unethical practices
of broker-dealers and the# agents [AMENDED)]

660:11-7-13. Qualification-examinationExamination requirements for investment adviser
representatives [AMENDED]

660:11-7-41. Record keeping requirements [AMENDED]

660:11-7-42. Standards-ofethical practicesDishonest and unethical practices of investment
advisers and investment adviser representatives [AMENDED]

660:11-7-44. Financial statements for investment advisers [AMENDED]

660:11-7-47. Payments for client solicitations [AMENDED]

As provided for in the Notice, all interested persons were afforded a thirty (30) day comment
period to make written comments regarding the proposed rule amendments and revocation
("Proposed Rule Amendments").

A rule impact statement was prepared for the Proposed Rule Amendments. The rule impact
statement and the text of the Proposed Rule Amendments including the proposed changes were
posted on the Department’s website as specified in the Notice. The Department electronically
notified the person who had made a timely request for advance notice of the Department’s
rulemaking proceedings.

Also, as provided for by the Notice, a public hearing regarding the Proposed Rule Amendments
was scheduled and conducted on March 23, 2023, at 1:30 p.m., in the office of the Department and
virtually through Teams before the Administrator.



No written or oral comments were received from the public. Department staff made comments
recommending the correction of scrivener errors and changing the language in 660:11-7-41(a)(6)
to clarify that investment advisers must be able to establish ownership of assets listed on their
financial statements. The Administrator reviewed and accepted the recommendations made by
Department staff.

AUTHORITY

Section 1-605.A of the Oklahoma Uniform Securities Act of 2004, 71 O.S. §§1-101 through
1-701 (2023) (“Securities Act”), provides that the Administrator of the Department may:

1. Issue forms and orders and, after notice and comment, may adopt and amend rules
necessary or appropriate to carry out this act and may repeal rules, including rules and forms
governing registration statements, applications, notice filings, reports, and other records;

2. By rule, define terms, whether or not used in this act, but those definitions may not be
inconsistent with this act; and

3. By rule, classify securities, persons, and transactions and adopt different requirements for
different classes.

Section 1-605.B of the Securities Act limits this authority to situations in which the
Administrator finds that the rule, form, order, or amendment is necessary or appropriate in the
public interest or for the protection of investors and is consistent with the purposes intended by the
Securities Act.

Section 1-608 of the Securities Act directs the Administrator to so act in order to achieve
uniformity among the states and coordination with federal laws in the form and content of
registration statements, applications, reports, and other records, including the adoption of uniform
rules, forms, and procedures.

CONCLUSION OF LAW

The Administrator finds that the Proposed Rule Amendments are necessary and appropriate in
the public interest and for the protection of investors and are consistent with the purposes intended
by the Securities Act.

ORDER

BASED UPON AND SUBJECT TO THE FOREGOING, IT IS HEREBY ORDERED
that the Proposed Rule Amendments are adopted as set forth in the attached Exhibit A that includes
the proposed amendments and revocation to rules in OAC 660:11.

WITNESS my Hand and the Official Seal of the Oklahoma Department of Securities at
Oklahoma City, Oklahoma, and dated this 30" day of March, 2023.



(SEAL)

MELANIE HALL, ADMINISTRATOR OF THE
OKLAHOMA DEPARTMENT OF SECURITIES




TITLE 660. DEPARTMENT OF SECURITIES
CHAPTER 11. OKLAHOMA UNIFORM SECURITIES ACT OF 2004

SUBCHAPTER 5. BROKER-DEALERS AND AGENTS
PART 1. GENERAL PROVISIONS

660:11-5-2. Definitions [AMENDED]
In addition to the terms defined in 660:11-1-3, the following words and terms when used in
this subchapter shall have the following meaning, unless the context clearly indicates otherwise

activities-of theidentifiedJoeation- "Branch Office" means any location where one or more
associated persons of a member regularly conducts the business of effecting any transactions in,
or inducing or attempting to induce the purchase or sale of, any security, or is held out as such,
excluding:
(A) Any location that is established solely for customer service or back office type functions
where no sales activities are conducted and that is not held out to the public as a branch
office;
(B) Any location that is the associated person's primary residence; provided that:
(i) Only one associated person, or multiple associated persons who reside at that location
and are members of the same immediate family, conduct business at the location;
(i1) The location is not held out to the public as an office and the associated person does
not meet with customers at the location;
(iii) Neither customer funds nor securities are handled at that location;
(iv) The associated person is assigned to a designated branch office, and such designated
branch office is reflected on all business cards, stationery, retail communications and
other communications to the public by such associated person;
(v) The associated person's correspondence and communications with the public are
subject to the firm's supervision;
(vi) Electronic communications (e.g., e-mail) are made through the member's electronic
system;
(vii) All orders are entered through the designated branch office or an electronic system
established by the member that is reviewable at the branch office;
(viii) Written supervisory procedures pertaining to supervision of sales activities
conducted at the residence are maintained by the member; and
(ix) A list of the residence locations is maintained by the member;
(C) Any location, other than a primary residence, that is used for securities business for less
than 30 business days in any one calendar year, provided the member complies with the
provisions of subparagraphs (B)(a) through (h) above;
(D) Any office of convenience, where associated persons occasionally and exclusively by
appointment meet with customers, which is not held out to the public as an office;
(E) Any location that is used primarily to engage in non-securities activities and from which
the associated person(s) effects no more than 25 securities transactions in any one calendar
year; provided that any retail communication identifying such location also sets forth the
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address and telephone number of the location from which the associated person(s)
conducting business at the non-branch locations are directly supervised:

(F) The floor of a registered national securities exchange where a member conducts a direct
access business with public customers; or

(G) A temporary location established in response to the implementation of a business
continuity plan.

"Complaint" means and includes any written statement of a customer or any person acting
on behalf of a customer alleging a grievance involving the activities of those persons under
the control of the broker-dealer in connection with the solicitation or execution of any
transaction or the disposition of securities or funds of that customer.

"Completion of the transaction' means:

(A) In the case of a customer who purchases a security through or from a broker-dealer,
except as provided in (B), the time when such customer pays the broker-dealer any part of
the purchase price, or, if payment is effected by bookkeeping entry, the time when such
bookkeeping entry is made by the broker-dealer for any part of the purchase price;

(B) In the case of a customer who purchases a security through or from a broker-dealer and
who makes payments therefor prior to the time when payment is requested or notification is
given that payment is due, the time when such broker-dealer delivers the security to or into
the account of such customer;

(C) In the case of a customer who sells a security through or to a broker-dealer, except as
provided in (D), if any security is not in the custody of the broker-dealer at the time of sale,
the time when the security is delivered to the broker-dealer, and if the security is in the
custody of the broker-dealer at the time of sale, the time when the broker-dealer transfers
the security from the account of such customer;

(D) In the case of a customer who sells a security through or to a broker-dealer and who
delivers such security to such broker-dealer prior to the time when delivery is requested or
notification is given that delivery is due, the time when such broker-dealer makes payment
to or into the account of such customer.

"Control" means the power, directly or indirectly, to direct the management or policies of
a company, whether through ownership of securities, by contract, or otherwise. Any person
is presumed to control a company that:

(A) is a director, general partner or officer exercising executive responsibility or having
similar status or functions;

(B) directly or indirectly has the right to vote 25% or more of a class of a voting security or
has the power to sell or direct the sale of 25% or more of a class of voting securities; or

(C) in the case of a partnership, has the right to receive upon dissolution, or has
contributed, 25% or more of the capital.

"Customer' means any person who, in the regular course of a broker-dealer's business,
has cash or securities in the possession of such broker-dealer. "Customer" shall not include
a broker-dealer.

"Direct participation programs' mean programs which provide for flow-through tax
consequences regardless of the structure of the legal entity or vehicle for distribution
including, but not limited to, oil and gas programs, real estate programs, agricultural
programs, cattle programs, condominium securities, Subchapter S corporate offerings and
all other programs of a similar nature, regardless of the industry represented by the
program, or any combination thereof; excluded from this definition are real estate
investment trusts, tax qualified pension and profit sharing plans pursuant to Sections 401
and 403(a) of the Internal Revenue Code and individual retirement plans Section 408 of
that code, tax sheltered annuities pursuant to the provisions of Section 403(b) of the
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Internal Revenue Code and any company including separate accounts registered pursuant to
the 1940 Act.

"Independent investment adviser' means an investment adviser that is not controlled by,
does not control, and is not under common control with a broker-dealer.

"Investment company and variable contracts products' means:

(A) redeemable securities of companies registered pursuant to the 1940 Act;

(B) securities of closed-end companies registered pursuant to the 1940 Act during the
period of original distribution only; and

(C) variable contracts and insurance premium funding programs and other contracts issued
by an insurance company except contracts which are exempt securities pursuant to Section
3(a)(8) of the 1933 Act.

"Issuer agent" means an agent whose activities in the securities business are limited
solely to effecting transactions for the benefit of an issuer or issuers as that term is defined
in Section 1-102.19 of the Securities Act.

""Municipal securities'" mean securities which are direct obligations of, or obligations
guaranteed as to principal or interest by, a state or any political subdivision thereof, or any
agency or instrumentality of a state or any political subdivision thereof, or any municipal
corporate instrumentality of one of more states, or any security which is an industrial
development bond as defined in Section3(a)(29) of the 1934 Act.

""Nonbranch sales office' means any business location of the broker-dealer identified to
the public or customers by any means as a location at which a securities business is
conducted on behalf of the broker-dealer which location is identified solely in a telephone
directory line listing or on a business card or letterhead, which listing, card, or letterhead
also sets forth the address and telephone number of the office of the broker-dealer
responsible for supervising the activities of the identified location.

"Office" means any location where a broker-dealer and/or one or more of its agents
regularly conduct the business of handling funds or securities or effecting any transactions
in, or inducing or attempting to induce the purchase or sale, of any security.

"Option'" means any put, call, straddle or other option or privilege, which is a "security" as
defined in Section 2(1) of the 1933 Act, as amended, but shall not include any tender offer,
registered warrant, right, convertible security or any other option in respect to which the
writer is the issuer of the security which may be purchased or sold upon the exercise of the
option.

"OSJ" or "Office of supervisory jurisdiction' means any office designated as directly
responsible for the review of the activities of registered agents or associated persons in
such office and/or in other offices of the broker-dealer. An office of supervisory
jurisdiction would be any business location of a broker-dealer at which one or more of the
following functions take place:

(A) order execution and/or market making;

(B) structuring of public offerings or private placements;

(C) maintaining custody of customers' funds and/or securities;

(D) final acceptance (approval) of new accounts on behalf of the broker-dealer;

(E) review and endorsement of customer orders pursuant to 660:11-5-42;

(F) final approval of advertising or sales literature for use by agents of the broker-dealer;
(G) responsibility for supervising the activities of persons associated with the broker-dealer
at one or more other offices of the broker-dealer.

"Principal'' means:




(A) any individual registered with a registered national securities association as a principal
or branch manager of a member, broker or dealer, or any other person who has been
delegated supervisory responsibility for the firm or its associated persons; or

(B) any person associated with a non-FINRA applicant for registration as a broker-dealer
who is or will be actively engaged in the management of the applicant's securities business,
including supervision, solicitation, conduct of business or training of persons associated
with an applicant for any of these functions, and is designated as a principal by the broker-
dealer applicant.

""Public offering price" shall mean the price at which the security involved was offered to
the public as set forth in the prospectus of the issuing company.

""Selling group' means any group formed in connection with a public offering, to
distribute all or part of an issue of securities by sales made directly to the public by or
through members of such selling group, under an agreement which imposes no financial
commitment on the members of such group to purchase any such securities except as they
may individually or collectively elect to do so.

"Selling syndicate' means any syndicate formed in connection with a public offering, to
distribute all or part of an issue of securities by others or sales made directly to the public
by or through participants in such syndicate under an agreement which imposes a financial
commitment upon the participants in such syndicate to purchase any of such securities.
""Undertaking for Participation in the NASAA/CRD Temporary Agent Transfer
Program'' means the document entitled "Broker-Dealer Undertaking for Participation in
the NASAA/CRD Temporary Agent Transfer Program" which the employing broker-dealer
has executed and filed with the CRD.

SUBCHAPTER 5. BROKER-DEALERS AND AGENTS
PART 3. LICENSING PROCEDURES

660:11-5-15. Categories of registration [REVOKED]




660:11-5-16. Qualification-examinationExamination requirements for agents and for

principals of non-FINRA member broker-dealers [AMENDED]
(a) Examination requirement. Proof of compliance with the examination requirements of this
Section is prerequisite to a complete filing for registration under the Securities Act.
(b) Examination. Each applicant for registration as a broker-dealer agent, ex issuer agent, or
principal of a non-FINRA member broker-dealer mustshall, unless covered by subsection (g),
have passpassed within four (4) years of the date of application the Securities Industry Essentials
examination (SIE) and within two (2) years of the date of application the other applicable
examinations for the desired category of registration as set forth in subsection (d) or (e). The
examinations shall consist of a qualification examination(s) applicable to the category of
registration applied for and a uniform state law examination. The Administrator adopts the
examinations administered by FINRA as applicable to each individual registrant by category of
registration as the required examlnatlons
(c) Limitations on licenses. ¥ egar : :
iFany;theThe activities of each person 1eglstered as an agent are hmlted to the conespondmg
category for which they are qualified by examination, unless waived, and for which they are
registered under the Securities Act.
(d) Examination categories. Examination categories for agents are as follows

(1) General securities or government securities - FINRA Members: - SeeuritiesIndustey

Essentials (SHE)SIE; Series 7; and Series 63 or 66

(2) General securities - Non-FINRA Members/Issuers - SIE; Series 7; and Series 63 or 66

(3) Investment company and variable contract products - SIE; Series 6; and Series 63 or 66

(4) Direct participation programs - SIE; Series 22; and Series 63 or 66

(5) Municipal securities - Series 7; Series 52; and Series 63 or 66

(6) Investment banking representative — SIE; Series 79; and Series 63 or 66

(7) Securities Trader — SIE; Series 57; and Series 63 or 66

(8) Limited Representative — Private Securities Offerings — SIE: Series 82; and Series 63 or

66

(9) Research Analyst — SIE:; Series 86; Series 87; and Series 63 or 66

(10) Operations Professional — SIE; Series 99; and Series 63 or 66
(e) Examination categories for principals of non-FINRA member broker-dealers.
Examination categories for principals of non-FINRA member broker-dealers are as follows -
Series 7: Series 24: and Series 63 or 66
{e)(f) Change in series number. Should FINRA examination series numbers change, the most
current examination series applicable to the category of registration shall apply.
H(g) Validity of prior examlnatlon scores.




(1) Any individual who has been registered as an agent in any state within two years from the

date of filing an application for registration shall not be required to retake the required
examinations to be eligible for registration.
(2) Any individual who has not been registered as an agent in any state for more than two
years but less than five years, who has elected to participate in the FINRA Maintaining
Qualifications Program pursuant to FINRA Rule 1240(¢c), and whose appropriate FINRA
qualifying examinations remain valid pursuant to effective participation in the FINRA
Maintaining Qualifications Program shall be deemed in compliance with the examination
requirements for the FINRA qualifying examination; provided, however, that participation in
the FINRA Maintaining Qualifications Program shall not extend the Series 63 or Series 66
for purposes of agent registration.
(3) Successful participation in the FINRA Maintaining Qualifications Program shall not
extend the Series 63, Series 65, or Series 66 for purposes of investment adviser representative
registration.
(g) Waiver of examination requirement. The Administrator may waive the examination
requirements on a case-by-case basis when such action is determined to be consistent with the
purposes fairly intended by the policy and provisions of the Securities Act. Requests for waivers
shall be in writing setting forth the reasensjustifications therefor.

PART 7. RECORD KEEPING AND ETHICAL STANDARDS

660:11-5-42. Standards-efethiealDishonest and unethical practices fexrof broker-dealers
and their-agents [AMENDED)]
(a) Purpose. This releSection is intended to set forth the standards of ethical practices for
broker-dealers and their-agents. Any noncompliance with the standards of ethical practices
specified in this section will constitute unethical practices in the securities business as the same
is set forth in Section 1-411.D.13 of the Securities Act; however, the following is not intended to
be a comprehensive listing of all specific events or conditions that may constitute such unethical
practices. The standards shall be interpreted in such manner as will aid in effectuating the policy
and provisions of the Securities Act, and so as to require that all practices of broker-dealers, and
their agents, in connection with their activities in this state shall be just, reasonable and not
unfairly discriminatory.
(b) Standards.
(1) A broker-dealer and its agents, in the conduct of its business, shall observe high standards
of commercial honor and just and equitable principles of trade. A broker-dealer and its agents
shall not violate any federal securities statute or rule or any rule of a national securities
exchange or national securities association of which it is a member with respect to any
customer, transaction or business effected in this state.
(2) Recommendations
(A) A broker-dealer and its agents shall have reasonable grounds for believing that a
recommended transaction or investment strategy involving a security or securities is
suitable for such customer based upon the customer's investment profile. A customer's
investment profile includes, but is not limited to, the customer's age, other investments,
financial situation and needs, tax status, investment objectives, investment experience,
investment time horizon, liquidity needs, risk tolerance, and any other information
disclosed by the customer or known to the broker-dealer or agent.

6



(B) A broker-dealer and its agents fulfill the customer-specific suitability obligation for
an institutional account, as defined in 660:11-1-3, if (i) the broker-dealer or agent has a
reasonable basis to believe that the institutional customer is capable of evaluating
investment risks independently, both in general and with regard to particular transactions
and investment strategies involving a security or securities and (ii) the institutional
customer affirmatively indicates that it is exercising independent judgment in evaluating
the broker-dealer or agent's recommendations. Where an institutional customer has
delegated decision-making authority to an agent, such as an investment adviser or a bank
trust department, these factors shall be applied to the agent.
(3) Charges, if any, for services performed, including miscellaneous services such as
collection of monies due for principal, dividends, or interest, exchange or transfer of
securities, appraisals, safekeeping or custody of securities, and other services, shall be
reasonable and not unfairly discriminatory between customers.
(4) In "over-the-counter" transactions, whether in "listed" or "unlisted" securities, if any
broker-dealer or agent of a broker-dealer buys for their own account from their customer, or
sells for their own account to their customer, they shall buy or sell at a price which is fair,
taking into consideration all relevant circumstances, including market conditions with respect
to such security at the time of the transaction, the expense involved, and the fact that they are
entitled to a profit; and if they act as agent for their customer in any such transaction, they
shall not charge their customer more than a fair commission or service charge, taking into
consideration all relevant circumstances including market conditions with respect to such
security at the time of the transaction, the expense of executing the order and the value of any
service they may have rendered by reason of their experience in and knowledge of such
security and the market therefor.
(5) No broker-dealer or agent of a broker-dealer shall publish or circulate, or cause to be
published or circulated, any notice, circular, advertisement, newspaper article, investment
service, or communication of any kind which purports to report any transaction as a purchase
or sale of any security unless such broker-dealer believes that such transaction was a bona
fide purchase or sale of such security; or which purports to quote the bid price or asked price
for any security, unless such broker-dealer believes that such quotation represents a bona fide
bid for, or offer of, such security. If nominal quotations are used or given, they shall be
clearly stated or indicated to be only nominal quotations.
(6) No broker-dealer or agent of a broker-dealer shall make an offer to buy from or sell to
any person any security at a stated price unless such broker-dealer or agent is prepared to
purchase or sell, as the case may be, at such price and under such conditions as are stated at
the time of such offer to buy or sell.
(7) A broker-dealer, when a member of a selling syndicate or a selling group, shall purchase
securities taken in trade at a fair market price at the time of purchase, or shall act as agent in
the sale of such securities.
(8) A broker-dealer who in the capacity of paying agent, transfer agent, trustee, or any other
similar capacity, has received information as to the ownership of securities, shall under no
circumstances make use of such information for the purpose of soliciting purchases, sales or
exchanges except at the request and on behalf of the issuer.
(9) No broker-dealer or agent of a broker-dealer shall, directly or indirectly, give, permit to
be given, or offer to give, anything of value to any person for the purpose of influencing or
rewarding the action of such person in connection with the publication or circulation in any
newspaper, investment service, or similar publication, of any matter which has, or is intended
to have, an effect upon the market price of any security, provided that this rule shall not be
construed to apply to matter which is clearly distinguishable as paid advertising.
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(10) A broker-dealer at or before the completion of each transaction with a customer shall
give or send to each customer written notification disclosing:
(A) whether such broker-dealer is acting as a broker for such customer and some other
person; and
(B) in any case in which such broker-dealer is acting as a broker for such customer or for
both such customer and some other person, either the name of the person from whom the
security was purchased or to whom it was sold for such customer and the date and the
time when such transaction took place or the fact that such information will be furnished
upon the request of such customer, and the source and amount of any commission or
other remuneration received or to be received by such broker-dealer in connection with
the transaction.
(11) A broker-dealer or agent of a broker-dealer controlled by, controlling, or under common
control with, the issuer of any security, shall, before entering into any contract with or for a
customer for the purchase or sale of such security, disclose to such customer the existence of
such control, and if such disclosure is not made in writing, it shall be supplemented by the
giving or sending of written disclosure at or before the completion of the transaction.
(12) A broker-dealer or agent of a broker-dealer who is acting as a broker for a customer or
for both such customer and some other person, or a broker-dealer who is acting as a dealer
and who receives or has promise of receiving a fee from a customer for advising such
customer with respect to securities, shall, at or before the completion of any transaction for or
with such customer in any security in the primary or secondary distribution of which such
broker-dealer is participating or is otherwise financially interested, give such customer
written notification of the existence of such participation or interest.
(13) The following standards shall apply to discretionary accounts:
(A) No broker-dealer or agent of a broker-dealer shall effect with or for any customer's
account in respect to which such broker-dealer or agent or employee is vested with any
discretionary power any transactions of purchase or sale which are excessive in size or
frequency in view of the financial resources of such customer and character of such
account.
(B) No broker-dealer or agent of a broker-dealer shall exercise any discretionary power in
a customer's account unless such customer has given prior written authorization to a
stated individual or individuals and the account has been accepted by the broker-dealer,
as evidenced in writing by the broker-dealer or the partner, officer, or manager duly
designated by the broker-dealer, in accordance with (22) of this subsection.
(C) The broker-dealer or the person duly designated shall approve promptly, in writing,
each discretionary order entered and shall review all discretionary accounts at frequent
intervals in order to detect and prevent transactions which are excessive in size or
frequency in view of the financial resources of the customer and the character of the
account.
(D) This section shall not apply to:
(i) discretion as to the price at which or the time when an order given by a customer
for the purchase or sale of a definite amount of a specified security shall be executed,
except that the authority to exercise time and price discretion will be considered to be
in effect only until the end of the business day on which the customer granted such
discretions, absent a specific, written contrary indication signed and dated by the
customer. This limitation shall not apply to time and price discretions exercised in an
institutional account, as defined in 660:11-1-3, pursuant to valid Good-Till-Cancelled
instructions issued on a "not-held" basis. Any exercise of time and price discretion
must be reflected on the order ticket;
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(ii) bulk exchange at net asset value of money market mutual funds ("funds") utilizing
negative response letters provided:
(I) The bulk exchange is limited to situations involving mergers and acquisitions
of funds, changes of clearing members, and exchanges of funds used in sweep
accounts;
(I) The negative response letter contains a tabular comparison of the nature and
amount of the fees ehangedcharged by each fund;
(1IT) The negative response letter contains a comparative description of the
investment objectives of each fund and a prospectus of the fund to be purchased;
and;
(IV) The negative response feature will not be activated until at least 30 days after
the date on which the letter was mailed.
(14) A broker-dealer or agent of a broker-dealer who is participating or who is otherwise
financially interested in the primary or secondary distribution of any security which is not
admitted to trading on a national securities exchange, shall make no representation that such
security is being offered to a customer "at the market" or at a price related to the market price
unless such broker-dealer or agent knows or has reasonable grounds to believe that a market
for such security exists other than that made, created, or controlled by such broker-dealer or
agent, or by any person for whom he is acting or with whom he is associated in such
distribution, or any person controlled by, controlling or under common control with such
broker-dealer or agent.
(15) No broker-dealer or agent of a broker-dealer shall effect any transaction in, or induce the
purchase or sale of, any security by means of any manipulative, deceptive or other fraudulent
device, practice, plan, program, design, or contrivance.
(16) The following standards shall apply to the use of customer funds:
(A) No broker-dealer or person associated with a broker-dealer shall make improper use
of a customer's securities or funds.
(B) No broker-dealer or agent of a broker-dealer shall lend, either to themselves or to
others, securities carried for the account of any customer, unless such broker-dealer or
agent shall first have obtained from the customer a separate written authorization
permitting the lending of securities thus carried by such broker-dealer or agent; and,
regardless of any agreement between the broker-dealer or agent and a customer
authorizing the former to lend or pledge such securities, no broker-dealer or agent shall
lend or pledge more of such securities than is fair and reasonable in view of the
indebtedness of the customer, except such lending as may be specifically authorized
under (C) of this paragraph.
(C) No broker-dealer or agent of a broker-dealer shall lend securities carried for the
account of any customer which have been fully paid for or which are in excess of the
amount which may be loaned in view of the indebtedness of the customer, unless such
broker-dealer or agent shall first have obtained from such customer a separate written
authorization designating the particular securities to be loaned.
(D) No broker-dealer or agent of a broker-dealer shall hold securities carried for the
account of any customer which have been fully paid for or which are in excess of the
amount which may be pledged in view of the indebtedness of the customer, unless such
securities are segregated and identified by a method which clearly indicates the interest of
such customer in those securities.
(E) No broker-dealer or agent of a broker-dealer shall guarantee a customer against loss
in any securities account of such customer carried by the broker-dealer or in any
securities transaction effected by the broker-dealer or agent with or for such customer.
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(F) No broker-dealer or agent of a broker-dealer shall share directly or indirectly in the
profits or losses in any account of a customer carried by the broker-dealer or agent or any
other broker-dealer or agent, unless such broker-dealer or agent obtains written
authorization from the broker-dealer carrying the account; and, a broker-dealer or agent
shall share in the profits or losses in any account of such customer only in direct
proportion to the financial contributions made to such account by the broker-dealer or
agent. Exempt from the direct proportionate share limitation are accounts of the
immediate family of such broker-dealer or agent. For purposes of this section, the term
"immediate family" shall include parents, mother-in-law or father-in-law, husband or
wife, children or any relative to whose support the broker-dealer or agent otherwise
contributes directly or indirectly.
(17) The following standards shall apply to customer credit:
(A) No broker-dealer or agent of a broker-dealer shall take or carry any account or make
a transaction for any customer under any arrangement which contemplates or provides for
the purchase of any security for the account of the customer or for the sale of any security
to the customer where payment for the security is to be made to the broker-dealer by the
customer over a period of time in installments or by a series of partial payments, unless:
(i) in the event such broker-dealer acts as an agent or broker in such transaction, it
shall immediately, in the regular course of its business, make an actual purchase of
the security for the account of the customer, and shall immediately, in the regular
course of its business, take possession or control of such security and shall maintain
possession or control thereof so long as it remains under obligation to delivery of the
security to the customer;
(ii) in the event such broker-dealer acts as a principal in any such transaction, it shall,
at the time of such transaction own such security and shall maintain possession or
control thereof so long as it remains under obligation to deliver the security to the
customer; and
(iii) the provisions of Regulation T of the Federal Reserve Board, if applicable to
such broker-dealer, are satisfied.
(B) No broker-dealer, whether acting as a principal or agent, shall, in connection with any
transaction referred to in this Standard, make any agreement with its customer under
which such broker-dealer shall be allowed to pledge or hypothecate any security involved
in such transaction for any amount in excess of the indebtedness of the customer to such
broker-dealer.
(18) The following standards shall apply to books and records:
(A) Each broker-dealer shall keep and preserve books, accounts, records, memoranda,
and correspondence in conformity with all applicable laws, rules, regulations, and
statements of policy promulgated by the Administrator and/or the Commission under the
Securities Act.
(B) Each broker-dealer shall keep and preserve in each office of supervisory jurisdiction,
as defined in 660:11-5-2, either a separate file of all written complaints of customers and
action taken by the broker-dealer, if any, or a separate record of such complaints and
clear reference to the files containing the correspondence connected with such complaints
as maintained in such office.
(19) A broker-dealer shall make available to inspection by any bona fide regular customer,
upon request, the information relative to such broker-dealer's financial condition as disclosed
in its most recent balance sheet prepared either in accordance with such broker-dealer's usual
practice or as required by the state or federal securities laws, or any rule or regulation
promulgated thereunder.
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(20) No broker-dealer or agent of a broker-dealer shall offer any security or confirm any
purchase or sale of any security, from or to any person not actually engaged in the investment
banking or securities business at any price which shows a concession, discount, or other
allowance, but shall offer such security and confirm such purchase or sale at a net dollar or
basis price.
(21) Selling concessions, discounts, or other allowances, as such, shall be allowed only as
consideration for services rendered in distribution and in no event shall be allowed to anyone
other than a broker-dealer registered under the Securities Act actually engaged in the
investment banking or securities business; provided however, that nothing in this standard
shall prevent any broker-dealer from selling any security owned by him to any person at any
net price which may be fixed by him unless prevented therefrom by agreement.
(22) The following standards shall apply to supervisory procedures:
(A) Each broker-dealer shall establish, maintain and enforce written procedures which
will enable it to supervise properly the activities of each registered agent and associated
person to assure compliance with applicable securities laws, rules, regulations and
statements of policy promulgated by the Administrator and/or the Commission under the
Securities Act.
(B) Final responsibility for proper supervision shall rest with the broker-dealer, the
principal(s) of the broker-dealer registered in accordance with 660:11-5-11, and the
principal(s) of the broker-dealer in each OSJ, including the main office, and the
registered representatives in each non-OSJ branch office designated by the broker-dealer
to carry out the supervisory responsibilities assigned to that office by the broker-dealer
pursuant to the rules and regulations of FINRA. A copy of the written supervisory
procedures shall be kept in each office of supervisory jurisdiction and each non-OSJ
branch office.
(C) Each broker-dealer shall be responsible for keeping and preserving appropriate
records for carrying out such broker-dealer's supervisory procedures. Each broker-dealer
shall review and endorse in writing, on an internal record, all transactions and all
correspondence of its registered agents pertaining to the solicitation or execution of any
securities transaction.
(D) Each broker-dealer shall review the activities of each office, which shall include the
periodic examination of customer accounts to detect and prevent irregularities or abuses
and conduct at least an annual inspection of each office of supervisory jurisdiction.
(E) Each broker-dealer shall have the responsibility and duty to ascertain by
investigation the good character, business repute, qualifications and experience of any
person prior to making such a certification in the application of such person for
registration under the Securities Act.
(23) The following standards shall apply to financial information:
(A) Each broker-dealer offering or selling securities not listed on a registered national
securities exchange recognized by the Administrator shall have and furnish to customers,
on request, a balance sheet of the issuer as of a date within eighteen months, and a profit
and loss statement for either the fiscal year preceding that date or the most recent year of
operations, prepared in accordance with generally accepted accounting principles, the
names of the issuer's proprietors, partners or officers, the nature of the enterprise of the
issuer and any other available information reasonably necessary for evaluating the
desirability or the lack of desirability of investing in the securities of the issuer.
(B) Each broker-dealer who, in computation of net capital includes securities not listed on
a registered national securities exchange recognized by the Administrator shall also have
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the information provided for in (A) of this paragraph available and shall, upon request,
furnish same to the Department.
(C) All transactions in such securities described in (A) and (B) of this paragraph shall
comply with the provisions of Section 1-301 of the Securities Act.
(D) The provisions of (A) of this paragraph shall not be required in unsolicited
transactions, except when numerous unsolicited transactions in a particular security are
occurring, it shall be the duty and responsibility of the broker-dealer to make reasonable
effort to secure and provide to customers upon their written request the information
required by the provisions of (A) of this paragraph. Nothing contained in this Section
shall be construed to limit the powers of the Administrator under Section 1-204 of the
Securities Act.
(24) The following standards shall apply when a broker-dealer shares an office with an
independent investment adviser that has an investment adviser representative who regularly
conducts business in the office and is not registered as an agent of the broker-dealer.
(A) The broker-dealer and the independent investment adviser shall reduce any
agreement between them to writing.
(B) The broker-dealer shall take appropriate measures, including, but not limited to,
adequate disclosures to eliminate the appearance of an agency relationship between the
broker-dealer and the independent investment adviser when one does not otherwise exist.
(C) The broker-dealer shall comply with all applicable Oklahoma and federal laws
requiring the safeguarding of customer data from disclosure to the independent
investment adviser and investment adviser representative.
(25) No broker-dealer or agent shall engage in a pattern of unreasonable and unjustifiable
delays in the delivery of securities purchased by any of its customers and/or in the payment
upon request of free credit balances reflecting completed transactions of any of its customers.
(26) No broker-dealer or agent shall execute a transaction on behalf of a customer without
authorization to do so.
(27) No broker-dealer or agent shall enter any transaction in a margin account without
securing from the customer a properly executed written margin agreement promptly after the
initial transaction in the account.
(28) No broker-dealer or agent shall enter into a transaction with or for a customer at a price
not reasonably related to the current market price of the security or receiving an unreasonable
commission or profit.
(29) No broker-dealer or agent shall fail to furnish to a customer purchasing securities in an
offering, no later than the due date of confirmation of the transaction, either a final
prospectus or a preliminary prospectus and an additional document, which together include
all information set forth in the final prospectus.
(30) No broker-dealer or agent shall use any advertising or sales presentation in such a
fashion as to be deceptive or misleading. An example of such practice would be a
distribution of any nonfactual data, material, or presentation based on conjecture, unfounded
or unrealistic claims or assertions in any brochure, flyer, or display by words, pictures,
graphs, or otherwise designed to supplement, detract from, supersede, or defeat the purpose
or effect of any prospectus or disclosure.
(31) No broker-dealer or agent shall fail to make a bona fide public offering of all of the
securities allotted to a broker-dealer for distribution, whether acquired as an underwriter, a
selling group member, or from a member participating in the distribution as an underwriter or
selling group member.

12



(32) No broker-dealer or agent shall fail or refuse to furnish a customer, upon reasonable
request, information to the which the customer is entitled, or to respond to a formal written
request or complaint.
(33) No broker-dealer or agent shall execute securities transactions not recorded on the
regular books or records of the broker-dealer which the agent represents, unless the
transactions are authorized in writing by the broker-dealer prior to execution of the
transaction.
(34) No broker-dealer or agent shall establish or maintain an account containing fictitious
information in order to execute transactions which would otherwise be prohibited.
(35) No broker-dealer or agent shall divide or otherwise split the agent's commissions,
profits, or other compensation from the purchase or sale of securities with any person not
also registered as an agent for the same broker-dealer, or for a broker-dealer under direct or
indirect common control.
(36) No broker dealer or agent shall fail to pay and fully satisfy any final judgment or
arbitration award, resulting from an investment-related, customer-initiated arbitration or
court proceeding, unless alternative payment arrangements are agreed to between the
customer and the broker-dealer or broker-dealer agent, in writing, and the broker-dealer or
broker-dealer agent complies with the terms of the alternative payment arrangement.
(37) No broker-dealer or agent shall attempt to avoid payment of any final judgment or
arbitration award resulting from an investment-related, customer-initiated arbitration or court
" proceeding, unless alternative payment arrangements are agreed to between the customer and
the broker-dealer or broker-dealer agent, in writing, and the broker-dealer or broker-dealer
agent complies with the terms of the alternative payment arrangements.
(38) No broker-dealer or agent shall fail to pay and fully satisfy any fine, civil penalty, order
of restitution, order of disgorgement, or similar monetary payment obligation imposed upon
the broker-dealer or agent by the Securities and Exchange Commission, the securities or
other financial services regulator of any state or province, or any self-regulatory organization.

SUBCHAPTER 7: INVESTMENT ADVISERS AND INVESTEMENT ADVISER
REPRESENTATIVES
PART 3. LICENSING PROCEDURES

660:11-7-13. Qualification-examinationExamination requirements for investment adviser
representatives [ AMENDED]

(a) Examination requirement. Proof of compliance with the written examination requirements
of this Section is prerequisite to a complete filing for registration under the Securities Act.

(b) Examinations. Any-natural-person-seeking registration-as-an-investment-adviser-ot

i : inations- Every natural person seeking registration
as an investment adviser or investment adviser representative shall, unless covered by subsection
(c) or (e) or otherwise waived by the Administrator, have passed:

(1) the Series 65/Uniform Investment Adviser Law Examination (Series 65) within two years
of the date of application; or

(2) the Series 66/Uniform Combined State Law Examination (Series 66) and the FINRA
Series 7/General Securities Representative Examination within two years of the date of
application, and

(3) the Securities Industry Essential Examination within four years of the date of application.
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(c) Designations acceptable in lieu of examinations. Compliance with the examination
requirements is waived if the applicant has been awarded any of the following designations and
at the time of filing an application is current and in good standing:
(1) Certified Financial Planner ( “CFP”) awarded by the Certified Financial Planners Board of
Standards;
(2) Chartered Financial Consultant ( “ChFC”) or Masters of Science and Financial Services
(“MSFS”) awarded by the American College, Bryn Mawr, Pennsylvania;
(3) Chartered Financial Analyst (“CFA”) awarded by the Institute of Chartered Financial
Analysts;
(4) Personal Financial Specialist (“PFS”) awarded by the American Institute of Certified
Public Accountants;
(5) Chartered Investment Counselor (“CIC”) awarded by the Investment Adviser
Association; or
(6) Any further certificates or credentials that are placed on the NASAA 65 Equivalency List,
as maintained and updated by NASAA and the NASAA Exams Advisory Committee.
{e)(d) Change in series number. Should FINRA examination series numbers change, the most
current examination series applicable to the category of registration shall apply.
tB(e) Valldlty of prior examlnatlon scores.

(1) Any individual who has been registered as an investment adviser representative in any

state within two years from the date of filing an application for registration shall not be
required to retake the examinations to be eligible for registration.
(2) Any individual who is not registered as an investment adviser representative in any state
for more than two years but less than five years, who has elected to participate in the FINRA
Maintaining Qualifications Program pursuant to FINRA Rule 1240(¢), and whose
appropriate FINRA qualifying examinations remain valid pursuant to effective participation
in the FINRA Maintaining Qualifications Program shall not have to retake the appropriate
FINRA qualifying examinations to comply with the examination requirements of subsection
(b)(1): provided, however, that successful participation in the FINRA Maintaining
Qualifications Program shall not extend the Series 65 or the Series 66 for purposes of
investment adviser representative registration.
(e)(f) Waiver of examination requirement. The Administrator may waive the examination
requirement on a case-by-case basis when such action is determined to be consistent with the
purposes fairly intended by the policy and provisions of the Securities Act. Requests for waivers
shall be in writing setting forth the reasensjustifications therefor.

PART 7. RECORD KEEPING AND ETHICAL STANDARDS

660:11-7-41. Record keeping requirements [AMENDED]
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(a) General requirements. Every investment adviser registered or required to be registered
under the Securities Act shall make and keep true, accurate and current the following books and
records:
(1) A journal or journals, including cash receipts and disbursements, records, and any other
records of original entry forming the basis of entries in any ledger.
(2) General and auxiliary ledgers (or other comparable records) reflecting asset, liability,
reserve, capital, income and expense accounts. In no event shall the general ledger be posted
less than once a month.
(3) A record of each order given by the investment adviser for the purchase or sale of any
security, of any instruction received by the investment adviser from the client concerning the
purchase, sale, receipt or delivery of a particular security, and of any modification or
cancellation of any such order or instruction. The record shall show the terms and conditions
of the order, instruction, modification or cancellation; shall identify the person connected
with the investment adviser who recommended the transaction to the client and the person
who placed the order; and shall show the account for which entered, the date of entry, and the
bank or broker-dealer by or through whom executed where appropriate. Orders entered
pursuant to the exercise of discretionary power shall be so designated.
(4) All check books, bank statements, canceled checks and cash reconciliations of the
investment adviser.
(5) All bills or statements (or copies thereof), paid or unpaid, relating to the business of the
investment adviser as such.
(6) All trial balances, financial statements prepared in accordance with generally accepted
accounting principles with documentation to support the ownership of assets, and internal
audit working papers relating to the business of such investment adviser. The trial balance
shall be prepared no later than fifteen (15) business days after the end of the accounting
period. The financial statements shall include a balance sheet prepared in accordance with
generally accepted accounting principles, an income statement, a cash flow statement, and a
net worth computation.
(7) Originals of all written communications received and copies of all written
communications sent by the investment adviser relating to the business of the investment
adviser, including, but not limited to:
(A) any recommendation made or proposed to be made and any advice given or proposed
to be given,
(B) any receipt, disbursement or delivery of funds or securities, or
(C) the placing or execution of any order to purchase or sell any security; provided,
however:
(i) that the investment adviser shall not be required to keep any unsolicited market
letters and other similar communications of general public distribution not prepared
by or for the investment adviser, and
(ii) that if the investment adviser sends any notice, circular or other advertisement
offering any report, analysis, publication or other investment advisory service to 2 or
more persons, the investment adviser shall not be required to keep a record of the
names and addresses of the persons to whom it was sent; except that if the notice,
circular or advertisement is distributed to persons named on any list, the investment
adviser shall retain with the copy of the notice, circular or advertisement a
memorandum describing the list and the source thereof.
(8) A list or other record identifying all accounts in which the investment adviser is vested
with any discretionary power with respect to the funds, securities or transactions of any
client.
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(9) A copy of all powers of attorney and other evidences of the granting of any discretionary
authority by any client to the investment adviser.
(10) A copy of all agreements entered into by the investment adviser with any client and all
other agreements relating to the business of the investment adviser as such, including
agreements which set forth the fees to be charged, the manner of computation and method of
payment.
(11) A file containing a copy of each notice, circular, advertisement, newspaper article,
investment letter, bulletin, or other communication, including any communication by
electronic media, that the investment adviser circulates or distributes, directly or indirectly, to
2 or more persons (other than persons connected with the investment adviser), and if the
notice, circular, advertisement, newspaper article, investment letter, bulletin, or other
communication, including any communication by electronic media, recommends the
purchase or sale of a specific security and does not state the reasons for the recommendation,
a memorandum of the investment adviser indicating the reasons for the recommendation.
(12) When providing investment advice is the primary business of the investment adviser.
(A) A record of every transaction in a security in which the investment adviser or any
advisory representative (as defined in (B) of this paragraph) of the investment adviser
has, or by reason of any transaction acquires, any direct or indirect beneficial ownership,
except (i) transactions effected in any account over which neither the investment adviser
nor the advisory representative of the investment adviser has any direct or indirect
influence or control, and (ii) transactions in securities which are direct obligations of the
United States. The record shall state the title and amount of the security involved; the
date and nature of the transaction (i.e., purchase, sale or other acquisition or disposition);
the price at which it was effected; and the name of the broker-dealer or bank with or
through whom the transaction was effected. The record may also contain a statement
declaring that the reporting or recording of any transaction shall not be construed as an
admission that the investment adviser or advisory representative has any direct or indirect
beneficial ownership in the security. A transaction shall be recorded no later than ten (10)
days after the end of the calendar quarter in which the transaction was effected.
(B) For purposes of this paragraph, the following definitions will apply:
(i) The term "advisory representative" shall mean any partner, officer or director of
the investment adviser; any employee who participates in any way in the
determination of which recommendations shall be made; any employee who, in
connection with his duties, obtains any information concerning which securities are
being recommended prior to the effective dissemination of the recommendations; and
any of the following persons who obtain information concerning securities
recommendations being made by the investment adviser prior to the effective
dissemination of the recommendations or of the information concerning the
recommendations:
(I) any person in a control relationship to the investment adviser,
(II) any affiliated person of a controlling person, and
(IIT) any affiliated person of an affiliated person.
(ii) "Control" shall mean the power to exercise a controlling influence over the
management or policies of a company. Any person who owns beneficially, either
directly or through one or more controlled companies, more than 25% of the voting
securities of a company shall be presumed to control such company.
(13) When providing investment advice is not the primary business of the investment
adviser:
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(A) Notwithstanding the provisions of (12) of this subsection, where the investment
adviser is primarily engaged in a business or businesses other than advising investment
advisory clients, a record must be maintained of every transaction in a security in which
the investment adviser or any advisory representative (as defined in (C) of this paragraph)
of the investment adviser has, or by reason of any transaction acquires, any direct or
indirect beneficial ownership, except:
(i) transactions effected in any account over which neither the investment adviser nor
any advisory representative of the investment adviser has any direct or indirect
influence or control; and
(ii) transactions in securities which are direct obligations of the United States.
(B) Each record required by (A) of this paragraph shall state the title and amount of the
security involved; the date and nature of the transaction (i.e. purchase, sale, or other
acquisition or disposition); the price at which it was effected; and the name of the broker-
dealer or bank with or through whom the transaction was effected. The record may also
contain a statement declaring that the reporting or recording of any transaction shall not
be construed as an admission that the investment adviser or advisory representative has
any direct or indirect beneficial ownership in the security. A transaction shall be recorded
not later than 10 days after the end of the calendar quarter in which the transaction was
effected.
(C) For purposes of this paragraph, the following definitions will apply:
(i) The term "advisory representative", when used in connection with a company
primarily engaged in a business or businesses other than advising investment advisory
clients, shall mean any partner, officer, director or employee of the investment
adviser who participates in any way in the determination of which recommendations
shall be made, or whose functions or duties relate to the determination of which
securities are being recommended prior to the effective dissemination of the
recommendations; and any of the following persons who obtain information
concerning securities recommendations being made by the investment adviser prior to
the effective dissemination of such recommendations or of the information
concerning the recommendations:
(I) any person in a control relationship to the investment adviser,
(II) any affiliated person of a controlling person, and
(IIT) any affiliated person of an affiliated person.
(ii) "Control" shall mean the power to exercise a controlling influence over the
management or policies of a company. Any person who owns beneficially, either
directly or through one or more controlled companies, more than 25% of the voting
securities of a company shall be presumed to control such company.
(iii) An investment adviser is "primarily engaged in a business or businesses other
than advising investment advisory clients" when, for each of its most recent three
fiscal years or for the period of time since organization, whichever is lesser, the
investment adviser derived from such other business or businesses, on an
unconsolidated basis, more than 50% of:
(I) its total sales and revenues, and
(1) its income (or loss) before income taxes and extraordinary items

(14) A copy of each brochure and brochure supplement and each amendment or revision,
given or sent to any client or prospective client of the investment adviser in accordance with
the provisions of Section 1-410.F of the Securities Act, and a record of the dates that each
brochure and brochure supplement, and each amendment or revision, was given, or offered to
be given, to any client or prospective client who subsequently becomes a client.
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(15) For each client that was obtained by the adviser by means of a solicitor to whom a cash
fee was paid by the adviser:
(A) evidence of a written agreement to which the adviser is a party related to the payment
of such fee;
(B) a signed and dated acknowledgment of receipt from the client evidencing the client's
receipt of the investment adviser's disclosure statement and a written disclosure statement
of the solicitor; and
(C) a copy of the solicitor's written disclosure statement. The written agreement,
acknowledgement, and solicitor disclosure statement will be considered to be in
compliance with this paragraph if such documents are in compliance with Rule
275.206(4)-3 of the Advisers Act of 1940.
(16) All accounts, books, internal working papers, and any other records or documents that
are necessary to form the basis for or demonstrate the calculation of the performance or rate
of return of all managed accounts or securities recommendations in any notice, circular,
advertisement, newspaper article, investment letter, bulletin, or other communication
including, but not limited to, electronic media that the investment adviser circulates or
distributes, directly or indirectly, to two or more persons (other than persons connected with
the investment adviser); provided, however, that, with respect to the performance of managed
accounts, the retention of all account statements, if they reflect all debits, credits, and other
transactions in a client's account for the period of the statement, and all worksheets necessary
to demonstrate the calculation of the performance or rate of return of all managed accounts
shall be deemed to satisfy the requirements of this paragraph.
(17) A file containing a copy of all written communications received or sent regarding any
litigation involving the investment adviser or any investment adviser representative or
employee, and regarding any written customer or client complaint.
(18) Recommendations.
(A) Written information about each investment advisory client that is the basis for
making any recommendation or providing any investment advice to such client.
(B) A record evidencing that the account record of each client consisting of the
information described in (A) of this paragraph has been furnished by the investment
adviser to the client within thirty days of the signing of an investment advisory contract,
and thereafter at intervals no greater than thirty-six months. The account record shall
include or be accompanied by prominent statements that the client should mark any
corrections and return the account record to the adviser and that the client should notify
the advisor of any changes to information contained in the account record as they occur
in the future.
(19) A file containing a copy of each document (other than any notices of general
dissemination) that was filed with or received from any state or federal agency or self-
regulatory organization and that pertains to the registrant or its investment adviser
representatives, which file should contain, but is not limited to, all applications, amendments,
renewal filings, and correspondence.
(20) Copies, with original signatures of the investment adviser's appropriate signatory and the
investment adviser representative, of each initial Form U-4 and each amendment to
Disclosure Reporting Pages (DRPs U-4) must be retained by the investment adviser (filing
on behalf of the investment adviser representative) and must be made available for inspection
upon regulatory request.
(21) Where the adviser inadvertently held or obtained a client's securities or funds and
returned them to the client within three business days or has forwarded third party checks
drawn by clients and made payable to third parties within three business days of receipt, the
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adviser shall keep a ledger or other listing of all securities or funds held or obtained including
the following information:
(A) issuer;
(B) type of security and series;
(C) date of issue;
(D) for debt instruments, the denomination, interest rate and maturity date;
(E) certificate number, including alphabetical prefix or suffix;
(F) name in which registered;
(G) date received by the adviser;
(H) date sent to client or sender;
(I) form of delivery to client or sender, or copy of the form of delivery to client or sender;
and
(J) mail confirmation number, if applicable, or confirmation by client or sender of the
fund's or security's return.
(22) If an investment adviser obtains possession of securities that are acquired from the issuer
in a transaction or chain of transactions not involving any public offering that comply with
the exception from custody in (¢)(2) of 660:11-7-48, the adviser shall keep the following
records:
(A) a record showing the issuer or current transfer agent's name, address, phone number
and other applicable contact information pertaining to the party responsible for recording
client interests in the securities; and
(B) a copy of any legend, shareholder agreement or other agreement showing that those
securities are transferable only with prior consent of the issuer or holders of the
outstanding securities of the issuer.
(23) A copy of the investment adviser's written policies and procedures required by 660:11-7-46.
In addition to the investment adviser's recordkeeping requirements under subsections (e) and (g)
of this Section, the investment adviser shall maintain:
(A) A current copy of these policies and procedures either in hard copy in a separate
location or stored on electronic storage media that is separate from and not dependent on
access to the investment adviser's computers or a network;
(B) All records documenting the investment adviser's compliance with 660:11-7-46,
including, but not limited to, evidence of the annual review of the policies and
procedures; and
(C) A record of any violation of 660:11-7-46 and of any action taken as a result of the
violation.
(24) Copies of the brochures required by 660:11-7-43 including a list of all clients or
prospective clients to whom the brochures were provided and the date the brochures were
provided.
(b) Special requirements due to type of custody.
(1) Custody as defined in 660:11-7-48. If an investment adviser has custody, as that term is
defined in 660:11-7-48, the records required to be made and kept under (a) of this Section
shall include:
(A) a copy of any and all documents executed by the client (including a limited power of
attorney) under which the adviser is authorized or permitted to withdraw a client's funds
or securities maintained with a custodian upon the adviser's instruction to the custodian.
(B) a journal or other record showing all purchases, sales, receipts and deliveries of
securities (including certificate numbers) for all accounts and all other debits and credits
to the accounts.
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(C) a separate ledger account for each client showing all purchases, sales, receipts and
deliveries of securities, the date and price of each purchase and sale, and all debits and
credits.
(D) copies of confirmations of all transactions effected by or for the account of any client.
(E) a record for each security in which any client has a position, which record shall show
the name of each client having any interest in each security, the amount or interest of
each client, and the location of each security.
(F) a copy of each of the client's quarterly account statements, as generated and delivered
by the qualified custodian. If the adviser also generates a statement that is delivered to the
client, the adviser shall also maintain copies of such statements along with the date such
statements were sent to the clients.
(G) if applicable to the adviser's situation, a copy of the special examination report
verifying the completion of the examination by an independent certified public
accountant and describing the nature and extent of the examination.
(H) a record of any finding by the independent certified public accountant of any material
discrepancies found during the examination.
() if applicable, evidence of the client's designation of an independent representative.
(2) Adviser to pooled investment vehicle. If an investment adviser has custody because it
advises a pooled investment vehicle, the adviser shall also keep the following records:
(A) true, accurate and current account statements;
(B) When the exception set forth in (c)(4) of 660:11-7-48 applies, the records required to
be made and kept shall include:
(1) the date(s) of the audit;
(ii) a copy of the audited financial statements; and
(iii) evidence of the mailing of the audited financial to all limited partners, members
or other beneficial owners within 120 days of the end of its fiscal year.
(C) When the description set forth in (b)(5) of 660:11-7-48 applies to an investment
adviser, the investment adviser is required to make and keep records to include:
(i) a copy of the written agreement with the independent party reviewing all fees and
expenses, indicating the responsibilities of the independent third party.
(ii) copies of all invoices and receipts showing approval by the independent party for
payment through the qualified custodian.
(c) Managed accounts. Every investment adviser subject to (b) of this Section who renders any
investment supervisory or management service to any client shall, with respect to the portfolio
being supervised or managed and to the extent that the information is reasonably available to or
obtainable by the investment adviser, make and keep true, accurate and current:
(1) Records showing separately for each client the securities purchased and sold, and the
date, amount and price of each purchase and sale.
(2) For each security in which any client has a current position, information from which the
investment adviser can promptly furnish the name of each security held by the client, and the
current amount or interest of the client.
(d) Client identity. Any books or records required by this Section may be maintained by the
investment adviser in such manner that the identity of any client to whom the investment adviser
renders investment supervisory services is indicated by numerical or alphabetical code or some
similar designation.
(e) Records retention. Every investment adviser subject to (a) of this Section shall preserve the
following records in the manner prescribed:
(1) All books and records required to be made under the provisions of (a) to (c), inclusive, of
this Section (except for books and records required to be made under the provisions of

20



(a)(11) and (a)(16) of this Section), shall be maintained and preserved in an easily accessible
place for a period of not less than five years from the end of the fiscal year during which the
last entry was made on record, the first two years in the principal office of the investment
adviser.
(2) Partnership articles and any amendments, articles of incorporation, charters, minute
books, and stock certificate books of the investment adviser and of any predecessor, shall be
maintained in the principal office of the investment adviser and preserved until at least three
years after termination of the enterprise.
(3) Books and records required to be made under the provisions of (a)(11) and (a)(16) of this
Section shall be maintained and preserved in an easily accessible place for a period of not
less than five years, the first two years in the principal office of the investment adviser, from
the end of the fiscal year during which the investment adviser last published or otherwise
disseminated, directly or indirectly, the notice, circular, advertisement, newspaper article,
investment letter, bulletin, or other communication including by electronic media.
(4) Notwithstanding other record preservation requirements of this Section, the following
records or copies shall be required to be maintained at the business location of the investment
adviser from which the customer or client is being provided or has been provided with
investment advisory services: (A) records required to be preserved under (a)(3), (a)(7)-(10),
(a)(14)-(15), (a)(17)-(19), (24H-25)(a)(23)-(24), (b) and (c) inclusive, of this Section, and
(B) the records or copies required under the provision of(a)(11) and (a)(16) of this Section
which records or related records identify the name of the investment adviser representative
providing investment advice from that business location, or which identify the business
locations' physical address, mailing address, electronic mailing address, or telephone number.
The records will be maintained for the applicable period described in this Subsection.
(f) Ceasing business. An investment adviser subject to (a) of this Section, before ceasing to
conduct or discontinuing business as an investment adviser, shall arrange for and be responsible
for the preservation of the books and records required to be maintained and preserved under this
Section for the remainder of the period specified in this Section, and shall notify the
Administrator in writing of the exact address where the books and records will be maintained
during the period.
(g) Format and storage of records.
(1) The records required to be maintained and preserved may be immediately produced or
reproduced, and maintained and preserved as the records are kept in their regular form for the
required time, by an investment adviser on:
(A) paper or hard copy form; or
(B) micrographic media, including microfilm, microfiche, or any similar medium; or
(C) electronic storage media, including any digital storage medium or system that meets
the terms of this section.
(2) The investment adviser must:
(A) arrange and index the records in a way that permits easy location, access, and
retrieval of any particular record;
(B) provide promptly any of the following that the Administrator or his representatives
may request:
(i) a legible, true, and complete copy of the record in the medium and format in which
it is stored;
(ii) a legible, true, and complete printout of the record; and
(iii) means to access, view, and print the records; and
(C) separately store, for the time required for preservation of the original record, a
duplicate copy of the record on any medium allowed by this section.
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(3) In the case of records created or maintained on electronic storage media, the investment
adviser must establish and maintain procedures:

(A) to maintain and preserve the records, so as to reasonably safeguard them from loss,

alteration, or destruction;

(B) to limit access to the records to properly authorized personnel and the Administrator

and his representatives; and

(C) to reasonably ensure that any reproduction of a non-electronic original record on

electronic storage media is complete, true, and legible when retrieved.
(h) Investment supervisory services. For purposes of this Section, "investment supervisory
services" means the giving of continuous advice as to the investment of funds on the basis of the
individual needs of each client; and "discretionary power" shall not include discretion as to the
price at which or the time when a transaction is or is to be effected, if, before the order is given
by the investment adviser, the client has directed or approved the purchase or sale of a definite
amount of the particular security.
(i) Compliance with federal law. Any book or other record made, kept, maintained and
preserved in compliance with Rules 17a-3 [17 C.F.R. 240.17a-3] and 17a-4 [17 C.F.R. 240.17a-4]
under the 1934 Act, which is substantially the same as the book or other record required to be
made, kept, maintained and preserved under this Section, shall be deemed to be made, kept,
maintained and preserved in compliance with this Section.
(j) Compliance with other state requirements. Every investment adviser registered or required
to be registered under the Securities Act that has its principal place of business in a state other
than Oklahoma shall be exempt from the requirements of this section, provided the investment
adviser is licensed in the state in which it maintains its principal place of business and is in
compliance with that state's books and records requirements.

660:11-7-42. Standards-of-ethical-practicesDishonest and unethical practices of investment

advisers and investment adviser representatives [AMENDED]
(a) Purpose. This Section is intended to set forth the standards of ethical practices for investment
advisers and investment adviser representatives. The standards set forth in this Section apply to
federal covered investment advisers and investment adviser representatives only to the extent
that application is permitted by the National Securities Markets Improvement Act of 1996 (Pub.
L. No. 104-290). Any noncompliance with the standards set forth in this Section will constitute
unethical practices in the securities business as the same is set forth in Section 1-411.D.13 of the
Securities Act; however, the following is not intended to be a comprehensive listing of all
specific events or conditions that may constitute such unethical practices. The standards shall be
interpreted in such manner as will aid in effectuating the policy and provisions of the Securities
Act, and so as to require that all practices of investment advisers and investment adviser
representatives in connection with their activities in this state shall be just, reasonable and not
unfairly discriminatory.
(b) Standards. Investment advisers and investment adviser representatives shall act in
accordance with their fiduciary duty to their clients and shall not engage in dishonest or unethical
practices including, although not limited to, the following:

(1) Recommending to a client to whom investment supervisory, management or consulting

services are provided the purchase, sale or exchange of any security without reasonable

grounds to believe that the recommendation is suitable for the client on the basis of

information furnished by the client after reasonable inquiry concerning the client's

investment profile.

(A) A client's investment profile includes, but is not limited to, the client's age, other
investments, financial situation and needs, tax status, investment objectives, investment
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experience, investment time horizon, liquidity needs, risk tolerance, and any other
information disclosed by the client or known to the investment adviser or investment
adviser representative.
(B) Institutional clients.
(i) An investment adviser or an investment adviser representative fulfills the
customer-specific suitability obligation for an institutional account, as defined in
660:11-1-3, if
(I) the investment adviser or investment adviser representative has a reasonable
basis to believe that the institutional client is capable of evaluating investment
risks independently, both in general and with regard to particular transactions and
investment strategies involving a security or securities and
(I1) the institutional client affirmatively indicates that it is exercising independent
judgment in evaluating the investment adviser or investment adviser
representative's recommendations.
(ii) Where an institutional client has delegated decision-making authority to an agent,
such as an investment adviser or a bank trust department, these factors shall be
applied to the agent.
(2) Exercising any discretionary power in placing an order for the purchase or sale of
securities for a client without obtaining written discretionary authority from the client within
ten (10) business days after the date of the first transaction placed pursuant to oral
discretionary authority, unless the discretionary power relates solely to the price at which, or
the time when, an order involving a definite amount of a specified security shall be executed,
or both.
(3) Inducing trading in a client's account that is excessive in size or frequency in view of the
financial resources, investment objectives and character of the account.
(4) Placing an order to purchase or sell a security for the account of a client without authority
to do so.
(5) Placing an order to purchase or sell a security for the account of a client upon instruction
of a third party without first having obtained a written third-party trading authorization from
the client.
(6) Borrowing money or securities from a client unless the client is a broker-dealer, an
affiliate of the investment adviser or investment adviser representative, or a financial
institution engaged in the business of loaning funds.
(7) Loaning money or securities to a client unless the investment adviser is a financial
institution engaged in the business of loaning funds or the client is an affiliate of the
investment adviser or investment adviser representative.
(8) Misrepresenting to any advisory client, or prospective advisory client, the qualifications
of the investment adviser, er-an investment adviser representative, federal covered
investment adviser, or any employee, or person affiliated with the investment adviser,
investment adviser representative, or federal covered investment adviser, or misrepresenting
the nature of the advisory services being offered or fees to be charged for such service, or
omitting to state a material fact necessary to make the statements made regarding
qualifications, services or fees, in light of the circumstances under which they are made, not
misleading.
(9) Providing a report or recommendation to any advisory client prepared by someone other
than the investment adviser, investment adviser representative, federal covered investment
adviser, or any employee, or person affiliated with the investment adviser, investment adviser
representative, or federal covered investment adviser, without disclosing the source. This
prohibition does not apply to a situation where the investment adviser, investment adviser
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representative or federal covered investment adviser uses published research reports or

statistical analyses to render advice or where an investment adviser, investment adviser

representative or federal covered investment adviser orders such a report in the normal

course of providing service.

(10) Charging a client an unreasonable advisory fee.

(11) Failing to disclose to clients in writing before any advice is rendered any material

conflict of interest relating to the investment adviser or any of its employees which could

reasonably be expected to impair the rendering of unbiased and objective advice including:
(A) Compensation arrangements connected with advisory services to clients which are in
addition to compensation from such clients for such services; and
(B) Charging a client an advisory fee for rendering advice when compensation for
effecting securities transactions pursuant to such advice will be received by the
investment adviser, investment adviser representative, or federal covered investment
adviser, or i#stheir employees or affiliated persons.

(12) Guaranteeing a client that a specific result will be achieved (gain or no loss) with advice

which w111 be rendeled
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circulating, or distributing any advertisement which directly or indirectly does any one of the

following:
(1) Refers to any testimonial of any kind concerning the investment adviser, investment

adviser representative or federal covered investment adviser, or concerning any advice,
analysis, report, or other service rendered by such investment adviser or investment adviser
representative.

(2) Refers to past specific recommendations of the investment adviser, investment adviser
representative or federal covered investment adviser that were or would have been profitable
to any person; except that an investment adviser or investment adviser representative may
furnish or offer to furnish a list of all recommendations made by the investment adviser,
investment adviser representative or federal covered investment adviser within the
immediately preceding period of not less than one year if the advertisement or list also
includes both of the following:

(A) The name of each security recommended, the date and nature of each recommendation,
the market price at that time, the price at which the recommendation was to be acted upon,
and the most recently available market price of each such security.

(B) A legend on the first page in prominent print or type that states that the reader should not
assume that recommendations made in the future will be profitable or will equal the
performance of the securities in the list.

(3) Represents that any graph, chart, formula, or other device being offered can in and of
itself be used to determine which securities to buy or sell, or when to buy or sell them; or
which represents, directly or indirectly, that any graph, chart, formula, or other device being
offered will assist any person in making that person’s own decisions as to which securities to
buy or sell, or when to buy or sell them, without prominently disclosing in such
advertisement the limitations thereof and the difficulties with respect to its use.

(4) Represents that any report, analysis, or other service will be furnished for free or without
charge, unless such report, analysis, or other service actually is or will be furnished entirely
free and without any direct or indirect condition or obligation.

(5) Represents that the [Administrator] has approved any advertisement.

(6) Contains any untrue statement of a material fact, or that is otherwise false or misleading.
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(7) For the purposes of this section, the term “advertisement” shall include any notice,
circular, letter, or other written communication addressed to more than one person, or any
notice or other announcement in any electronic or paper publication, by radio or television, or
by any medium, that offers any one of the following:
(A) Any analysis, report, or publication concerning securities.
(B) Any analysis, report, or publication that is to be used in making any determination as to
when to buy or sell any security or which security to buy or sell.
(C) Any graph, chart, formula, or other device to be used in making any determination as to
when to buy or sell any security, or which security to buy or sell.
(D) Any other investment advisory service with regard to securities.
(14) Disclosing the identity, affairs, or investments of any client unless required by law to do
so, or unless consented to by the client.
(15) Taking any action, directly or indirectly, with respect to those securities or funds in
which any client has any beneficial interest, where the investment adviser has custody or
possession of such securities or funds when the investment adviser's action does not comply
with the requirements of Reg—A-§275-206(4)-2-underthe- Advisers-Aetas-effeetive-to-May
3,2021660:11-7-48.
(16) Entering into, extending, or renewing any investment advisory contract unless such
contract is in writing and discloses, in substance, the services to be provided, the term of the
contract, the advisory fee, the formula for computing the fee, the amount of prepaid fee to be
returned in the event of contract termination or nonperformance, whether the contract grants
discretionary power to the investment adviser or investment adviser representative and that
no assignment of such contract shall be made by the investment adviser without the consent
of the other party to the contract.
(17) Entering into, extending, or renewing any investment advisory contract, if such contract
contains any provision that limits or purports to limit any of the following:
(A) the liability of the investment adviser for conduct or omission arising from the
advisory relationship that does not conform to the Securities Act, applicable federal
statutes, or common law fiduciary standard of care;
(B) remedies available to the client at law or equity or the jurisdiction or venue where any
action shall be filed or heard; or
(C) applicability of the laws of Oklahoma with respect to the construction or
interpretation of the provisions of the investment advisory contract.
(18) Failing to adopt, implement, and follow written supervisory procedures that are tailored
specifically to their business and that:
(A) address the activities of all its investment adviser representatives and associated
persons;
(B) identify who has supervisory responsibilities, including a record of each associated
person who has supervisory responsibilities and the date assigned, and procedures for
each business line and applicable securities laws for which each supervisor is responsible;
and
(C) specifically identify the individual to perform a supervisory function; what
specifically the supervisor will review; when or how often the review will take place and
how the supervisor's review will be documented.
(19) Engaging in conduct or any act, indirectly or through or by any other person, which
would be unlawful for such person to do directly under the provisions of the Securities Act or
any section thereunder.
(20) Accessing a client's account by using the client's own unique identifying information
such as username and password.
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(21) Failing to establish, maintain, and enforce required policies and procedures.
(22) Knowingly selling any security to or purchasing any security from a client while acting
as principal for its own advisory account, or knowingly effecting any sale or purchase of any
security for the account of the client while acting as broker-dealer for a person other than the
client, without disclosing to the client in writing before the completion of the transaction the
capacity in which it is acting and obtaining the consent of the client to the transaction.
(A) The prohibitions of this paragraph (22) shall not apply to any transactions with a
customer of a broker-dealer if the broker-dealer is not acting as an investment adviser in
relation to the transaction.
(B) The prohibition of this paragraph (22) shall not apply to any transaction with a
customer of a broker-dealer if the broker-dealer acts as an investment adviser solely:
(i) by means of publicly distributed written materials or publicly made oral
statements;
(ii) by means of written materials or oral statements not purporting to meet the
objectives or needs of specific individuals or accounts;
(iii) through the issuance of statistical information containing no expressions of
opinion as to the investment merits of a particular security; or
(iv) any combination of the foregoing services.
(C) Publicly distributed written materials or publicly made oral statements shall disclose
that, if the purchaser of the advisory communication uses the investment adviser's
services in connection with the sale or purchase of a security which is a subject of the
communication, the investment adviser may act as principal for its own account or as
agent for another person. Compliance by the investment adviser with the foregoing
disclosure requirement shall not relieve it of any other disclosure obligations under the
Securities Act.
(D) The prohibition of this paragraph (22) shall not apply to an investment adviser
effecting an agency cross transaction for an advisory client provided the following
conditions are met:
(i) The advisory client executes a written consent prospectively authorizing the
investment adviser to effect agency cross transactions for such client;
(ii) Before obtaining such written consent from the client, the investment adviser
makes full written disclosure to the client that, with respect to agency cross
transactions, the investment adviser will act as broker-dealer for, receive commissions
from, and have a potentially conflicting division of loyalties and responsibilities
regarding both parties to the transactions;
(iii) At or before the completion of each agency cross transaction, the investment
adviser or any other person relying on this subparagraph sends the client a written
confirmation. The written confirmation shall include:
(I) A statement of the nature of the transaction;
(II) The date the transaction took place;
(IIT) An offer to furnish, upon request, the time when the transaction took place;
and
(IV) the source and amount of any other remuneration the investment adviser
received or will receive in connection with the transaction. In the case of a
purchase, if the investment adviser was not participating in a tender offer, the
written confirmation shall state whether the investment adviser has been receiving
or will receive any other remuneration and that the investment adviser will furnish
the source and amount of such remuneration to the client upon the client's written
consent.
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(iv) At least annually, and with or as part of any written statement or summary of the
account from the investment adviser, the investment adviser or any other person
relying on this subparagraph (D) send each client a written disclosure statement
identifying:
(I) The total number of agency cross transactions during the period for the client
since the date of the last such statement or summary; and
(1I) The total amount of all commissions or other remuneration the investment
adviser received or will receive in connection with agency cross transactions for
the client during such period.
(v) Each written disclosure and confirmation required by this subparagraph (D) must
include a conspicuous statement that the client may revoke the written consent
required under (i) of this subparagraph (D) at any time by providing written notice to
the investment adviser.
(vi) No agency cross transaction may be effected in which the same investment
adviser recommended the transaction to both any seller and any purchaser.
(vii) Nothing in the subparagraph (D) shall be construed to relieve an investment
adviser or investment adviser representative from acting in the best interests of the
client, including fulfilling his duty with respect to the best price and execution for the
particular transaction for the client nor shall it relieve any investment adviser or
investment adviser representative of any other disclosure obligations imposed by the
Securities Act.
(E) Definitions for purposes of this paragraph (22).
(i) "Agency cross transaction for an advisory client" means a transaction in which a
person acts as an investment adviser in relation to a transaction in which the
investment adviser, or any person controlling, controlled by, or under common
control with such investment adviser, including an investment adviser representative,
acts as a broker-dealer for both the advisory client and another person on the other
side of the transaction. When acting in such capacity such person is required to be
registered as a broker-dealer in this state unless excluded from the definition.
(ii) "Publicly distributed written materials" means written materials which are
distributed to 35 or more persons who pay for those materials.
(iii) "Publicly made oral statements" means oral statements made simultaneously to
35 or more persons who pay for access to those statements.
(23) Sharing an office with a person who is not an advisory affiliate without:
(A) reducing any agreement with the unaffiliated person to writing;
(B) taking appropriate measures, including, but not limited to, adequate disclosures to
eliminate the appearance of an agency relationship with the unaffiliated person when one
does not otherwise exist; and
(C) complying with all applicable Oklahoma and federal laws requiring the safeguarding
of customer data from the unaffiliated person.
(24) Failing to pay and fully satisfy any final judgment or arbitration award resulting from an
investment-related, client or customer-initiated arbitration or court proceeding, unless
alternative payment arrangements are agreed to between the client and the investment adviser
or investment adviser representative or between the customer and the broker-dealer or
broker-dealer agent, in writing, and the broker-dealer or broker-dealer agent complies with
the terms of the alternative payment arrangement.
(25) Attempting to avoid payment of any final judgment or arbitration award resulting from
an investment-related, client or customer-initiated arbitration or court proceeding, unless
alternative payment arrangements are agreed to between the client and the investment adviser
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or investment adviser representative or between the customer and the broker-dealer or
broker-dealer agent, in writing, and the broker-dealer or broker-dealer agent complies with
the terms of the alternative payment arrangements.

(26) Failing to pay and fully satisfy any fine, civil penalty, order of restitution, order of
disgorgement, or similar monetary payment obligation imposed upon the investment adviser
or investment adviser representative by the Securities and Exchange Commission, the
securities or other financial services regulator of any state or province, or any self-regulatory

organization.

660:11-7-44. Financial statements for investment advisers [AMENDED]

(a) Audited statements. Applications for registration as investment advisers shall contain
audited financial statements for the applicant as of the end of its last fiscal year. Applicants that
have been in operation for less than twelve (12) months shall submit an unaudited statement of
financial condition as of a date within ninety (90) days of the date of the filing of the application
and an unaudited statement of income for the period beginning from the date of inception
through the date as of which the statement of financial condition is prepared.

(b) Unaudited interim financial statements. If the audited financial statements required in the
preceding (a) are not current to within ninety (90) days of the date of filing, additional unaudited
financial statements shall be submitted covering the period from the beginning of the current
fiscal year through a month ending within the 90-day time frame.

(c) Sole proprietors. Investment advisers who are individuals or sole proprietorships, in lieu of
audited financial statements, may provide financial statements that have been prepared in
accordance with generally accepted accounting principles and which have been reviewed and
reported upon by independent accountants in accordance with the standards for the review of
financial statements promulgated by the American Institute of Certified Public Accountants.

(d) Exemption. The financial statement requirements specified in this section shall not apply to
an investment adviser unless the investment adviser has custody or possession of clients' funds or
securities or requires prepayment of advisory fees six (6) months or more in advance and in
excess of $566-00$1,200.00 per client.

(e) Waiver. The Administrator in his discretion may waive any of the requirements of this
section on a case-by-case basis when such action is determined to be consistent with the
purposes fairly intended by the policy and provisions of the Securities Act. Requests for waivers
shall be in writing setting forth the reasons therefor.

660:11-7-47. Payments for client solicitations [AMENDED]
(a) Prohibition. An investment adviser required to be registered pursuant to Section 1-403 of the
Securities Act shall not pay-a-eash-feecompensate, directly or indirectly, a solicitor with respect
to solicitation activities unless:
(1) the investment adviser is registered under the Securities Act;
(2) the solicitor is registered as an investment adviser representative of this or another
investment adviser registered under the Securities Act or separately registered as an
investment adviser under the Securities Act;
(3) such eash-feecompensation is paid pursuant to a written agreement to which the
investment adviser is a party; and
(4) the only compensation paid for a referral of investment advisory clients to a solicitor
other than one registered as an investment adviser representative of this investment adviser is
paid to an investment adviser registered under the Securities Act or a federal covered
investment adviser who has filed a notice under Section 1-405 of the Securities Act.
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(b) Written agreement. If soliciting clients is the only service rendered on behalf of an
investment adviser, the written agreement required by (a)(3) of this section shall:
(1) describe the solicitation activities to be engaged in by the solicitor on behalf of the
investment adviser and the compensation to be received therefor;
(2) contain an undertaking by the solicitor to perform his duties under the agreement in a
manner consistent with the instructions of the investment adviser and the provisions of the
Securities Act and the rules thereunder; and
(3) require that the solicitor, at the time of any solicitation activities for which compensation
is paid or to be paid by the investment adviser, provide the customer with a current copy of
the investment adviser's written disclosure statement required by 660:11-7-43 and a separate
written disclosure document described in (d) of this section.
(c) Investment adviser responsibilities. The investment adviser shall receive from the client,
prior to, or at the time of, entering into any written investment advisory contract with such client,
a signed and dated acknowledgment of receipt of the investment adviser's written disclosure
statement and the solicitor's written disclosure document. In addition, the investment adviser
shall ascertain whether the solicitor has complied with the agreement, and has a reasonable basis
for believing that the solicitor has so complied.
(d) Disclosure by solicitor. The separate written disclosure document required to be furnished
by the solicitor to the customer pursuant to (b) of this section shall contain the following
information:
(1) the name of the solicitor;
(2) the name of the investment adviser;
(3) the nature of the relationship, including any affiliation, between the solicitor and the
investment adviser;
(4) a statement that the solicitor will be compensated for his solicitation services by the
investment adviser;
(5) the terms of such compensation arrangement, including a description of the compensation
paid or to be paid to the solicitor; and
(6) the amount, if any, for the cost of obtaining his account the customer will be charged in
addition to the advisory fee, and the differential, if any, among customers with respect to the
amount or level of advisory fees charged by the investment adviser if such differential is
attributable to the existence of any arrangement pursuant to which the investment adviser has
agreed to compensate the solicitor for soliciting customers for, or referring customers to, the
investment adviser.
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